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COMMITTEE ON FINANCE

May 29, 2002 6:30 PM

Mayor Baines called the meeting to order.

Mayor Baines called for the Pledge of Allegiance, thisfunction being led by
Alderman Forest.

A moment of silent prayer was observed.
The Clerk called therall.

Present: Aldermen Wihby (late), Gatsas (late), Aldermen Guinta, Sysyn,
Osborne, Pinard, O’ Neil, Lopez, DeVries, Garrity, Smith, Thibault
and Forest

Absent: Alderman Shea

Deputy Clerk Johnson stated | just want to let the Committee know that Alderman
Wihby called and informed us that there is a meeting for some of the Senators at
Y DC and he and Alderman Gatsas were going to be attending that. Alderman
Shea asked that we inform the Board that he did have that neighborhood meeting
at Prouts Park this evening.

Chairman O’ Neil advised that the purpose of the meeting is continuing discussions
relative to the FY 2003 Municipal Operating Budget with regard to resolutions:

“Raising Monies and Making Appropriations for the Fiscal Y ear
2003.”

“A Resolution appropriating to the Manchester School District the
sum of $121,148,267 for the Fiscal Y ear 2003.”

A) Report of Committee on Administration/Information Systems
recommending that the Election Worker’s Compensation proposals be
referred to the Committee on Finance for the FY 2003 budget deliberations.

Deputy Clerk Johnson stated the Clerk would note that we did place the report of
the Committee on Administration on this agenda because you had referred it to the
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Finance Committee as a Board for discussion with budget deliberations. We just
enclosed that so you don'’t forget that in the process of your deliberations.

Chairman O’ Nell asked where do we begin. Does anybody have any specific
guestionsfor...it looks like amajority of the department heads are here. Isthere
anyone you would like to call up first?

Alderman Lopez stated | think the biggest issue is health, fire and police.
Although there has been a 2%, 2.5% and 3% cut that have been talked about, |
would like to hear from them as far as whether it is as devastating as it is written
on paper and any comments they would like to make before we get into the
discussions, especially in the health and safety area.

Chairman O’ Neil asked so who would you like to hear from, the Risk Manager.
Alderman Lopez replied Fred first would be fine.

Mr. Rusczek stated thank you, | always enjoy the pleasure of going first in the
budget hearings. You are correct in identifying that there are some pretty serious
impacts in the Public Health Department, including in the Mayor’ s budget. 1f you
look at the...l believe you probably all have a copy of the response that | sent to
the Aldermen on the extent of our cuts. When you look at the figures on the front
page | think it isimportant to point out that we are not comparing apples to apples
when you look at FY 02 and FY03. So, the reduction in between FY 03 and FY 02
between the Mayor’ s budget and the Health Department’ s FY 02 budget is partly
because of atransfer of funds from the City budget to projects and | will explain
that inaminute. All that being said, if you look at the Health Department’s
budget for salaries and wages, the increase is actually only about 2.1% more than
FYO02. In other words, we have done everything that we can to try to keep our
request aslow aswe could. There was additional funding cut out of our request to
the extent of about $70,000 or $75,000 and that will require that we reduce staff
and we have targeted the staff reductions to be that we will eliminate a half time
administrative assistant position that just happens to be vacant now and we will
reduce our parochial school nursing from two full-time equivalents to one-half full
time equivalent. The reason we are not cutting the public schoolsis as you know
in the public school program we are fully reimbursed for the cost of our school
nurses. Beyond that, every other program in the Health Department is essentially
tied up with outside revenue or with a unique function that only we can do.
Tuberculosis control for example or communicable disease control. | don’t have
any room to cut in any other program except for the parochial school nursing
program. That iswhere we are at now. If we are asked to make any cuts any
deeper than that, | did detail in our response, the impact of such cuts. Any cuts
beyond the Mayor’ s budget will mean more than using those two full-time
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equivalent staff. Another change in the budget that concerns me greatly aswell is
that some money that used to come in to the City budget as grant revenue is now
going to be going to CIP projects and staff, in some cases long time City staff, will
be getting charged off to these outside projects. It isnot an increasein expense, it
Isjust merely awash but it becomes areal concern when we try to do our
budgeting early on. For example, | might have to have alittle touch of
clairvoyance in January to project that a particular nurse will essentially be paid 23
hours on the City budget and | might be able to project that in her district she will
have more TB than other districts and | might be able to charge off 17 hours or so
to an outside project. Our preference would be that asit has been for years and as
IS the practice in Nashua and other places that when we are fortunate enough to get
revenue to offset City expenses, it is our preference to have that money come into
the City budget and have it show asrevenue. Again, it isjust an accounting
function. Itisnot acost function. One washes the other but for ease of our work
we would certainly like to see the revenue and expense put back into our budget.

Alderman Lopez stated understanding all of that and reading through the
materials, | guess the proper question might be if the budget was cut 2.5% would
the safety of the citizens or the school children be at risk or would it just take
longer to get things done or would it be that nurses would have to go to this school
half aday or two hours over here. Could you just enlighten me as to how that
process works?

Mr. Rusczek replied any further cuts will definitely have an impact on services.
We are not going to have the staff to be able to cover all the schools or run the
programs we have in the past. Y ou can see that even a 2% cut to the Mayor’s
budget will eliminate our West Nile Virus surveillance and control, which we are
doing with summer help. There won't be...we will have to reduce an additional
half-time school nurse and we will have to reduce our dental health program down
to one and a half people. In Manchester, the service we provide to our Manchester
Kids, dental services, are very important to alot of families so certainly we don’t
want to cut any deeper than we aready have had to with the Mayor’ s budget. It
only getsworse. Any scenario beyond that...again we are at a point where
Manchester is growing, needs are growing and we don’t want to cut back on
communicable disease control activities like Tuberculosis control but if the cuts
get deep enough all of our programs will be impacted.

Alderman Lopez stated again with the cuts we can live with it and some things
will be cut out but there is no health safety for the citizens of Manchester.

Mr. Rusczek replied the Mayor’ s cut will not impact the public health of the
community. Any cuts beyond the Mayor’ s cuts will.
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Chairman O’ Nell stated, Alderman Lopez, just for clarification we had asked for
scenarios on 2%, 3%, 4% and 5%. Y ou mentioned a couple of times 2.5%.

Alderman Lopez replied that is my figure.
Chairman O’ Nell responded okay because we don’t have those scenarios for 2.5%.

Alderman Thibault stated, Fred, | don’t believe that anyone on this Board would
guestion what you feel or what the Health Department feels has to get done or
what needs to be done. The point isthat hopefully all departments realize that we
have a problem this year and there are many years when we have looked at the
problems of whatever department and tried to help them. | think my question
would be...we have to make some tough decisions here on this Board this year
and | think that as long as | have been here thisis probably one of the most crucial
years that we have had looking at labor and looking at al of the things that have
come up. Fred, what | am asking from you isthis. Knowing the constraints that
the City has upon itself right now, what isit that you could live with and be
somewhat comfortable with to go for one year? Next year, undoubtedly we are
going to be in amuch better position than we are because | think we are going to
try to take care of that to make sure that we don’t ever again get into this position.

| think my question, Fred, isand | say Fred but | am looking at every department
of this City and asking them to look at the Board that is here right now and
understand that we are under some major constraints right now and we are asking
everyone to do their share, whatever it can be. Fred, we are not going to run your
department. Y ou know what you are doing. Y ou know what has to be done. Give
us the bottom line thisyear. We have to havethat. If it is2% or maybe 2.5% or
3% or whatever it isthat you can survive with thisyear | believe that iswhat this
Board islooking for. | think if you go around this Board you are going to find that
most of the Aldermen want to help everyone that we can but by the same token we
have to live within our own means to some extent and | think that iswhat | am
going to try to tell you. | want you to tell thisBoard look | can live witha 1% or a
2% or a 3% or whatever. We are asking this and how many times do you people
come to us when you have had a great problem and we try to help you? Thistime,
itisour turn. We want your help.

Mr. Rusczek responded first | agree with you. | have been involved with budgets
for the City for probably 20+ years and thisis the most challenging year that we
have ever faced. We saw at the Health Department some of the challenges that
were coming up and about a year ago we reorganized to save alittle bit of money.
That is how the budget that we submitted is only increasing by about 2% except
for the health insurance and dental insurance costs. Those projections were alot
higher. From that scenario we really did try to do our very best amongst growing
needs and growing issues. From that scenario, the Mayor’ s budget does cut what



05/29/02 Finance
5

amounts to two full-time equivalent staff out of our budget. Now we won't need
to lay anybody off because we will be able to move the parochial school nurses
over to the public schools where we have continual turn over. To make any cuts
beyond that | really...we are aggressively going to the outside to seek outside
funding. Fiveor six years ago we received about $250,000 in outside funding. We
now project for the coming fiscal year we will be receiving about $2.6 million in
outside funding. Some of that money will pass through and go to community
agencies that we are trying to support instead of building an empire. | do certainly
understand the position that the City isin thisyear. | just really fear that thereis
little I could offer even though | am willing to accept your statement because you
are absolutely right. The Aldermen have been wonderful to work with through the
years and the Aldermanic support of the work of the Health Department has
always been something that has been much appreciated. | just...thereisno fat.
Thereis nothing hidden. The one place there could be asavingsisif the Health
Department relocates then there will be five months of rent within the budget,
which is about $30,000 or so that won't be needed here.

Alderman Thibault replied please don’t get me wrong. | am not saying that there
isany fat in your department. What | am trying to say isisn’t there away that we
could hold off until next year on some of these programs that you feel are
essential? | mean after January or February it may not make a big difference.
Right now it does. | think that iswhat | am asking. | am not just saying thisto
you. | am saying that every department should look to the City right now and say
look we have to work together here and figure out what we can afford to do. That
isal | am asking. | know, Fred, believe me | really know that some of the
programs that you have brought forth are certainly essential but if we haven't had
them in the last three or four years or five years why do we have to have them this
June. Maybe in February or March we might be able to put themin.

Mr. Rusczek responded there is nothing new in our budget. The only thing new
that would be anywhere would be in our outside funded CIP programs that don’t
impact the City budget. We have nothing new. If you go back through the years
we have actually...like our community health nurses. If you go back five or six
years the numbers have actually dropped. Most of our stuff has been, we have
transitioned staff to meet growing school health needs through the last decade or
so. Alderman, there is nothing new added.

Alderman Thibault replied Fred believe me | have full faith in you. | am not
guestioning your integrity or your professionalism. One more thing | would like
to say is| hope that every department in the City realizes the position that the
Board of Mayor and Aldermen isin and that they can come to our rescue for once.
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Alderman DeVries asked, Fred, could you comment briefly...when you presented
the pending grants that you might be receiving dealing with some of the issues that
have arisen after September 11 and some of the bio-terrorism will they in any way,
shape or form be impacted by any of the reductions that you have noted at the 2%
or higher level.

Mr. Rusczek answered no. We anticipate hearing within the next day or so that
we will be the recipients of agrant to improve our public health preparedness.
That money that is coming in can’t supplant anything we are doing by Federal
requirements but it will bring additional staff. We are being asked to ramp up
public health to not only meet all of the newly emerging needs. Injust the last 15
years or so there have been 20 newly emerged diseases and resurgence of diseases
like Tuberculosis. We are also being asked to be prepared for bio-terrorism and
Small Pox outbreaks as aresult of bio-terrorism. That isanew and greatly
expanded role for the Health Department. The outside funding that will come in
that could be as much as $1 million thisfirst year and close to that the following
years will pay for additional staff to help meet some of that need.

Alderman DeVries asked as far as administrative support, the reduction that you
noted within your department won'’t affect your ability to administer that grant.

Mr. Rusczek answered not having that half-time administrative assistant has
already impacted some of our programs. In thisgrant isafull-time administrative
assistant to help do some of the grant activities. We aretrying to incorporate all of
this new grant money and programs into the department without adding additional
supervisory staff or anything else. We are trying to turn it all into servicesin other
words.

Alderman DeVries asked and make the grant totally self-sufficient.
Mr. Rusczek answered right.

Alderman Garrity asked, Fred, for the school nursesin the parochial schools has
there ever been a reimbursement for that.

Mr. Rusczek answered no we don’t get any reimbursement for the parochial
school nurses.

Alderman Lopez stated we have had conversations in years past in reference to the
parochial school nurses not being reimbursed and it coming out of your budget.
Why isthat? Y ou were talking about getting reimbursed for those going into the
schools.
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Mr. Rusczek replied we have never gotten reimbursed for parochial school nurses.
For years the reason that we provided nurses to parochial schoolslike public
schools was more of a public health reason to make sure that the screenings are
being done and that we can provide support to Manchester children who happen to
be in parochia schools. We never got the reimbursement. Aswe ook at places to
cut, though, that is one of the areas that isn’t absolutely essential. Again, itisn't
tied up with outside money or paid for or essential to the public health of the
community.

Chairman O’ Nell asked is there anyone else we would like to have come up.

Alderman Lopez answered yes | am interested in Fire and Police. | don't think
they have to go through their memo or anything to stress upon because uniform
individuals are very difficult because of safety and | want to get their last
comments. | am interested in the total picture of the safety of the citizens of
Manchester if thereisadrastic cut.

Chief Kane stated the question iswhat is the impact to the community in regards
to the cuts and | think we outlined those in the memo that was requested. The 2%,
3%, 4% and 5% cuts. Inregardsto that, where we would have to cut is we would
have to put aladder cut out of service on a 2% cut. What we would do istake our
overtime budget and slash that whereby taking the people who would normally
work on that ladder and redispursing them to cover things like vacations and sick
leave and that type of thing. That way, we would be able to save on our overtime
budget.

Alderman Lopez asked but the citizens would be safe, Chief.

Chief Kane answered well the citizens would have the impact of not having that
ladder in that area that went out of service.

Alderman Lopez replied | understand that but there is no drastic...you could still
service the City.

Chief Kane responded we would service the City the best we could without that
ladder, yes.

Alderman Smith asked that ladder company if you do pull it out where would it be
coming from. What station?

Chief Kane answered at this time we haven’'t made that decision. What we would
normally do iswait until the budget isin and we have the budget in our hand and
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we would take alook at what is happening in the City at that particular time and
make that decision at that point in time.

Alderman Thibault asked, Chief, how would the response time to that type of cut
be effected. Depending on where you cut this ladder from | guess would matter.

Chief Kane answered exactly. There are alot of things that we juggle on aday to
day basis depending on the activitiesin the City but the response timeis...let’s say
if one of the ladder companies was out in one of the areas of the City that means a
ladder company would have to come from another area of the City to get there.
Typically, ladder response to an areain this City is about three minutes depending
on where the situation is and what boundary it is. If it ison the further boundary it
isgoing to take alot longer. So, that iskind of hard to say. It would be alonger
response time.

Alderman Thibault asked by how much. Give me someidea. Give me aballpark
figure — three minutes, four minutes?

Chief Kane answered | would probably have to say three or four minutes for a
ladder to comein.

Alderman Thibault asked but again depending on where it was.
Chief Kane answered exactly.

Alderman Thibault asked and depending on which ladder situation you are
keeping in.

Chief Kane answered that is correct.

Alderman Thibault asked so the impact of that, Chief, iswhat. Give me someidea
of what the impact of that is. Are we jeopardizing anyone from what it was say
five years ago?

Chief Kane answered what it was five years ago would be all of the ladder
companiesin service. Now you are knocking one out so that would be the impact
there. | will say that we have been here before. We had an engine company out of
service for anumber of years as you may recall and we were able to get that back
in.

Alderman Thibault asked what was the impact of that, Chief.
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Chief Kane answered the impact of that was there was alonger response time in
that area, especially if one of the other companies was out at another fire. The
second engine company coming in would be there usually within aminute or so
but now you are looking at three to four minutes.

Alderman Thibault asked but don’t we automatically have that anyway. If, infact,
Engine 6 is out someplace and there is something else, Engine 2 has to respond
right or someone else.

Chief Kane answered that is absolutely correct.

Alderman Thibault stated so the real impact of that is minimized by the locations
that you are talking about and where you put your fire trucks, if you will.

Chief Kane replied well al of that is correct. If | knew exactly where the fire was
going to be and what time it was going to be, we wouldn’t have an issue. Asyou
can see, as we start to reduce engines or ladders the work that is being done has to
be...the response for the engines will be greater so they will be at incidents more
often.

Alderman Thibault stated all | am looking for is and please | am not picking on the
Fire Department because you guys have always been number one and | still

believe that but in what | said prior to this| think we all have to look at what the
problem is here. | appreciate the fact that you come up and give us exactly your
scenario. | think the Board is going to take that independently in thinking about
exactly what you said.

Chief Kane replied | will say that we have tried to work with the Board over the
years as best as we possibly can and we worked even over the last few months
with the Board to move different things around to try to minimize the budget.
With our budget being almost 96% salaries and most of that is the peoplein the
field, the Mayor has put out a pretty lean budget. | certainly appreciate the
position that you arein.

Alderman Guinta asked can you tell me what happens to the personnel at an
engine company if you permanently put that company out of service.

Chief Kane answered what happens with that personnel iswe would usethemin a
floating status so if someone was on vacation instead of hiring someone else
saying at time and a half to cover or if someoneisout sick for a period of time we
would take that personnel and put them in that spot instead of paying time and a
half.
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Alderman Guinta asked so between a 2% or a 5% budget reduction there would be
no actual lay-offs.

Chief Kane answered that is correct.

Chairman O’ Nell asked if an engine company or aladder company is out of
service does that affect fire protection in the City of Manchester.

Chief Kane answered yes it does.

Alderman Lopez stated, Chief Driscoll, to save some time here | have as does
everybody else your documentation. If you were to take a 2% or 2.5% cut, | have
the same question. Would the safety of the citizens of Manchester be in jeopardy?

Chief Driscoll replied | think | would answer that by telling you that each percent
is about $185,000. We gave a scenario for 2%, which was $370,000 and indicated
how we would try to make that up. | think you have that information. Would it
have an impact on public safety? Absolutely.

Alderman Lopez asked in what area, Chief.

Chief Driscoll answered we would not be able to field the number of officers that
wedo now. Itismy belief that we would have to lay-off at least two officers. We
would reduce the civic center overtime that we presently...as you know we
presently have $216,000 in the budget for civic center overtime to keep that area. ..

Alderman Lopez interjected could you explain that alittle bit. Y ou have
mentioned that twice about reducing the civic center police. Are you talking about
inside or outside?

Chief Driscoll replied outside, Sir. Outside the curb line. Perhaps you remember
me being questioned by Alderman Shea about that number. We would certainly
look at reducing that if the City deemed that that was necessary. That isthe first
place | would go to avoid lay-offs and avoid putting less police officers on the
Street.

Alderman Lopez asked how about the part-time police officers. How would that
affect them?

Chief Driscoll answered basically the part-time police officers are going to work
eight hours amonth. That would be very, very insignificant in the whole scheme
of things.
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Alderman Lopez asked so would more part-time police officers be doing the
traffic around the civic center then.

Chief Driscoll answered no, Sir.
Alderman Lopez asked why not.

Chief Driscoll answered we have an agreement with our unions that we won't use
the civic center officers at alesser rate of pay than the regular officers presently
get. We would never supplant and put a part-time police officer on in order to
save money. We would use them only if officers were not availableto fill that job
at the existing rate of pay.

Alderman Lopez asked how many police officers are around the civic center
during an event.

Chief Driscoll answered it depends on the event.

Alderman Thibault stated | probably use the Police Department more often than
most Aldermen. So 2% you are telling me would automatically lay-off people?

Chief Driscoll replied well 2% is $370,000. That is abig chunk of money. Similar
to Chief Kane, my budget is 94%+ salary. If you remember the line items and the
capital are basically funded at the same level of |ess than they were in the FY 00
budget, the only place we haveto reduce isin salary and that salary isgoing to
have a significant impact. There is no question about that. The Mayor reduced
our budget almost $500,000.

Alderman Thibault stated as Alderman Lopez was just saying, some of the
overtime we couldn’t dig into that area alittle bit or somewhat.

Chief Driscoll replied we have given you a scenario where we would reduce that
civic center overtime if that was the wish of this Board by half, $108,000. If you
go much beyond that you are going to start getting into some of the revenue issues.
Y ou are going to get into parking control and the parking control generates
significant revenue for the City. Inthefirst scenario we didn’'t go there knowing
that it would impact revenues and probably that would not be the wishes of the
Board.

Chairman O’ Nell asked if positions like dispatchers...if you let a dispatcher go
that doesn’t mean that you don’'t need a dispatcher. Does that mean that a police
officer now has to come off the street and dispatch?
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Chief Driscoll answered yes.

Chairman O’ Nell asked so we are reducing the number of police officers on the
Street.

Chief Driscoll answered that is correct. Thereisaso aconcern if we wereto...we
have grants that cover our dispatchers and if we were to lay-off a dispatcher there
are concerns that it might jeopardize some of the funding for the grants also.

Chairman O’ Nelil called Frank Thomas forward.

Alderman Smith stated | appreciate you coming, Frank. You had avery detailed
report but one thing I noticed with Mr. Chapman of the School District about
chargebacks and so forth...could you explain that situation?

Mr. Thomas asked regarding the Highway Department’ s budget or Building
Maintenance.

Alderman Smith answered Building Maintenance.

Mr. Thomas stated the majority of the Building Maintenance budget is school
related and is directly chargeable to the School District.

Alderman Smith asked are they paying what is owed.

Mr. Thomas answered this year what they have instituted is a freeze within the last
month or so where we are only allowed to go in and address emergency or safety
related issues. Asaresult, the amount of chargebacks that we will be charging
and recovering funds this year will be off significantly.

Alderman Lopez stated on the same line, in Building Maintenance $5 million, has
that all been planned and committed and nothing there can wait another year.

Mr. Thomas replied a mgjority of the Building Maintenance budget is the
ServiceMaster contract, which are custodial services. Those are at aminimal level
right now. Quite frankly, because of the additions at the schools and whatnot the
level of the contract should be higher but that has not been approved by the School
District soitisaminimal level and a majority of that budget is for custodial
Services.

Alderman Lopez asked and everything in the budget besides the custodial services
has been approved by the School District to do.
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Mr. Thomas answered yes. | can give you the exact amount that has been
approved. Out of the $5,380,000 budget, $4,705,345 has been approved for
chargebacks by the School District.

Alderman Thibault stated you just said something to Alderman Smith that maybe |
didn’t hear right. Did you say something about if you do something now in
maintenance for the schools you must get approval before you do it? Isthat what
you said?

Mr. Thomas replied yes. What we have done is we have worked out an
arrangement with the School District...first of all we can only address
emergencies and life safety issues so if there is a pipe leaking we have the ability
to go over and repair it. We have to notify them on adaily basis what we have
donethat day asfar as emergencies. Any type of corrective maintenance, we are
frozen and cannot address. Say afan isout and that is not considered an
emergency or life safety issue. That fan doesn’'t get repaired.

Alderman Thibault asked so what happens to that. Do they call someone else?

Mr. Thomas answered no the maintenance just gets deferred until the new budget
in July and then we will be scrambling to try to get caught up on some of this
maintenance that is being deferred.

Alderman Osborne asked, Frank, what happens to the resurfacing if you take a 2%
or 2.5% cut.

Mr. Thomas answered in my explanation on the budget cuts the first areas that get
cut are overtime in the downtown/civic center area. We strongly oppose those
cuts but they were new additions to our budget so they are the areas we are
looking to cut first. Thereisalso trash collection, litter control, snow pick-up and
those areas. Then we have to start looking at resurfacing. During my budget
presentation | tried to emphasize that resurfacing has been underfunded over the
years. Just to give you a scenario, we have 400 miles of streetsin the City of
Manchester. A good street should be resurfaced approximately every 25 years. In
order to meet that cycle of maintenance, really our department should be funded at
approximately $1.1 million ayear. Up until the last couple of years, we received
nowhere near that amount. Thisyear aswe are sitting tonight as you know thereis
$550,000 in the CIP and $300,000 in our operating budget. Even at that level we
are looking at a 32-year cycle instead of a25. If my operating budget is now cut,
the $300,000 that | have for resurfacing in my operating budget, now we are going
to a49-year cycle. So, that isamost 50 years. It costs approximately $67,000 of
materials to resurface a mile of roadway right now. If we go beyond resurfacing
and we start getting into street reconstruction, now we are going from pennies a
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foot to hundreds of dollars afoot when that road deteriorates to a condition where
resurfacing doesn’t make any sense any more. Another thing that | wanted to
point out is again in my various budget cut scenarios where we noted various
impacts, our operation...we provide many, many different types of diversified
services and the services that we provide depend on manpower and equipment
needs. Our manpower has not changed over the last five years but stop and think.
Every year there are new sewers that are being built and new storm drains that are
being build and new roads that are being built. In addition, over the last five years
the amount of solid waste that we collect has increased 25% so hereis our labor
force staying fairly stable or it is staying stable but the demands on us are going
up. The other part of that is equipment. We need men and we need equipment.
The City of Manchester has over $30 million worth of equipment. Now that
equipment should be replaced on acycle of approximately every 10 years. In
order to meet that cycle you are looking at funding the MER account in the range
of $3 million ayear. | haven't seen $3 million ayear in the MER for years. This
year in the Mayor’ s budget we are looking at $600,000. Here you keep asking us
to do more with our stabilized workforce and with equipment that is rapidly going
downhill. Sooner or later we are not going to be able to meet the demands for
services that are out there.

Alderman Osborne asked so the $550,000 for resurfacing that is earmarked and
can't be touched.

Mr. Thomas answered yes that is the special auto registration fee. Keep in mind
that once that money comes out of my operating budget that is earmarked for
resurfacing, that also is acting as an insurance policy as | mentioned during my
budget presentation. My budget is very weather sensitive. Thisyear we have had
avery mild winter and as aresult | am going to be turning in a sizable surplus but
If we had an average to severe winter | would not have had enough money...there
Istypically not enough money in contingency for my operation if thereis a bad
winter. That $300,000, which | save until spring, is like an insurance policy that
covers usif we get into a severe winter. Keep that in mind when we are looking at
cuts.

Alderman Osborne stated | can remember afew years ago when | was Alderman
we used to put in about $800,000 at that time back in the early 80’ s for
resurfacing.

Mr. Thomas replied that is correct. We have gone through cycles where we have
been up to what | consider a reasonable range and that would be up in the
$800,000 range. | can also remember years when we had no money for
resurfacing or $100,000 for resurfacing. Asaresult, all you haveto doisdrive
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around the streets of Manchester. They could be alot better if we equally funded
resurfacing over that 20-year period that you were talking about.

Alderman Guinta asked could you please elaborate alittle bit on the line item for
contracts. | think the recommendation is $5.6 million. Can you talk to me alittle
bit about what that money represents?

Mr. Thomas answered certainly. The vast mgority of that money goesto solid
waste areas. It includes approximately $450,000 for the recycling contract, which
we have with Waste Management. Approximately $490,000, which is the yard
waste collection and disposal contract with Waste Management. Approximately
$2.8 million goes towards the transfer and disposal of solid waste. We collect it
and we drop it off in Auburn and then it gets transferred and disposed of in
Rochester. The operation of our drop-off facility on Dunbarton Road is
approximately $550,000 just on the disposal of the materials. We are collecting
materials up there and those have to be hauled away and disposed of and those are
through contracts with Waste Management. That is approximately $4.3 million.
In addition, the balance of that is made up for recycling promotions, promotional
work, for crack sealing the streets there is a small amount of money - $10,000, etc.
Now if you want, we do have thisinformation all broken down and we would be
glad to furnish it to the Board.

Alderman Guinta asked are these annual contracts with Waste Management.

Mr. Thomas answered the contracts are annual that we have with Waste
Management. We went through procurement about five years ago. | think we did
excellent compared to alot of other municipalities. Our disposal contract we, by
rights, can renew up to a 30-year period. Thereisayearly CPI adjustment, but it
has a4% cap on it. It does get adjusted every year and it can be renewed for quite
sometime.

Mr. Guinta asked doesit go out to bid.

Mr. Thomas answered no because again we did go through the procurement
process about five years ago and the procurement...the dollars that we received
were excellent. | am very, very confident that if you tried to go through another
procurement at this time and open the door up and unlock these locked contracts
that we have, we would be paying alot more.

Alderman Forest stated you were mentioning earlier about a cycle of repaving. Is
thisa national average, that 25 years?
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Mr. Thomasreplied it isan average. | mean again if you took a brand new road
that was just built you are looking somewhere around 25 years where you want to
put another overlay because at that time you are going to start seeing cracks
developing. Asphalt iswhat is known as aflexible pavement. It islike arubber
band. It expands and contracts. Asit continues to do that, cracking develops and
asaresult if you don't seal those cracks up by an overlay then the water is going
to get under that pavement and that is when you are going to see serious
deterioration.

Alderman Forest asked is that why my street has that bow init. | started dating
my wife 42 years ago and | know the street has never been done.

Mr. Thomas answered you are on that long time resurfacing cycle.
Alderman Guinta asked is the bag and tag included in the contract money.

Mr. Thomas answered yesit is. | forgot we were talking about the Mayor’s
budget. That is correct.

Alderman Guinta stated your request was $4.9 million, which did not include the
bag and tag.

Mr. Thomas replied that is correct.

Alderman Guinta stated but the difference between your request and the Mayor’s
recommendation is not the total for bag and tag.

Mr. Thomas replied the bag and tag increases the operating expenses. It does
show on the contracts as...bag and tag is $1,143,121 operating expenses.

Alderman Guinta asked and all of that is under the contract line item.
Mr. Thomas answered that is correct.

Alderman Lopez asked to speak to the Finance Director. Y our response sort of
intrigued me to a degree and | was wondering if you could put some information
on thetable. Your consolidation and centralization of financial management
services Citywide to achieve significant savings. Along that line could you also
explain that when HR took over payroll you kept the same amount of people and
when the School took over you kept the same amount of people. How did we
justify, when we were doing everything at one time and you still had the same
amount of people?
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Mr. Clougherty answered first of al, Alderman, with respect to School the School
duplicated everything that we are doing. If you are going to have controls, we
have atreasurer and they have atreasurer. We have accounts receivable and now
they have to have accounts receivable. Once they went on their own separate
system, they had to replicate everything that we were doing. It doesn’t matter
what the volumeis. | still have to make sure that from a processing standpoint,
whether we are doing 1,000 checks or 2,000 checks what you have to go through
in terms of the computer to initiate that is the same. So, they virtually had to
replicate everything that we did on that side. With respect to payroll, you will
recall that we went down a position and we ended up arguing at that point and |
think the Board will agree that the City did not have an internal auditor and we put
on auditing positions and that is where the difference was. So, yes we did away
with one function and took on another one, which is the statutory duty of the
Finance Officer. Y ou have seen that in the Committee on Accounts with all of the
audits that are coming forward that you hadn’t had before.

Alderman Lopez asked when you say consolidation and centralization in your
report what is that.

Mr. Clougherty answered if | may | would like to kind of couch this because |
think it isimportant...tonight we have heard a couple of times that the Board and
departments say that next year will be a better year. If itis, it kind of defiesthe
national economy and how it has operated over the last hundred years. What we
have seen is from the period of like 1920 until about 1942 areal volatile time
period where things were flat and the economy was going like this and moving
sideways. That 15 or 16 year period was followed by a period that went from
approximately 1942 to 1967 or 1968 where there was huge growth. From 1968
until about 1980, you went through a 15 or 16 year period of sideways volatility.
From 1980 until 2000 you had 20 years of sharp growth. Guess what we are going
to go through in the next few years? We are already seeing that in the first two
years of thisnew millenium. | think that if people are feeling that there is going to
be some type of a huge economic turnaround and that thisis an interim problem, |
beg to differ and looking at statistics | think they will bear me out. | think that
next year is a hardy year for you and | think that is because of a couple of things.
Last year when we talked about the budget we talked about revenues. We are not
talking about revenues not but the expenses. Last year when we were doing
revenues we came in and said revenues should be flat because we think we are
going to go through a recession, an economic correction. At that point in time
Wall Street didn’t believe, because this was the March/April period that we were
talking about in June. People were saying everything is fine with the economy.
Well, the Board added $1 million to this year’ s budget and guess what? We heard
three months later that we were in arecession. So, this year’s budget is $1 million
off in terms of revenues. If we had stuck to the bottom line we would be okay. |
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think for next year the Mayor’ s budget is based on revenues that we had talked to
him about. We said if you put in a 1% growth over what you actually get this
year...not what you budgeted because remember you budgeted $1 million too
much but if you put in 1% more than what the actual trend isgoing to be that isa
pretty generous growth expectation for next year given the history of how things
work and given the slowness in the economy. So, from arevenue sidewe don't ,
in Finance, think that you are going to see much capacity there. In terms of
valuation, if you go back and take alook at the trends of valuation, | don't seea
ton of valuation coming forward until you can work through all of the abatements
that the Assessor’s have to deal with. That isanatural progression that they go
through. | think you have another year or maybe more of that to work out the
revaluation. So consequently | don’t see alot of relief coming next year for that.
What | am telling you tonight, by the way, is the same thing we told the Mayor
when he was developing his budget and the same thing we told anybody who has
asked us before that. | don’'t seerelief on the two principal sides of revenue and
valuation to go forward. The question becomes how are you going to deal with
this dilemma over the next severa years. To paraphrase The Music Man, if we
have trouble right here in River City it startswith T and rhymes with P for payroll.
We have got too many people at too high levels. That isthe general fund
dilemma. | am not talking about the Enterprises. | am not talking about your
uniform services. | am talking about everything else. We have to do something to
get ahold of those administrative costs or you are going to have problems and you
are not going to grow out of them next year. Y ou could deal with thoseinthe 90's
because you were on that slope. It would make up for alot of problems. If we see
the same recurrence of this 15-year flattening, you are not going to have anything
to grow out of that and you are going to have the same problem. The solution, and
| know that people are reluctant to talk about this, but the solution is you are going
to have to look at consolidations and you are going to have to look at trimming
back on positions. Now in that regard that iswhy | wrote my letter, Alderman. |
feel that...you know you were on the Charter Commission and you heard me as |
have told Mayor Wieczorek, as | have told Mayor Baines we have the most
decentralized, inefficient operation that | know of and until you correct that
fundamentally it is going to continue to be inefficient, which is expensive. So
what you are going to have to consider at some point | believe if you don’t want to
see taxes going up higher is some type of arestructuring to achieve some change.
The budget that | submitted to the Mayor provided for areorganization. We said
that currently there are 50 basic positions that deal with accounting across the
Board in al the different departments. We said if you took those 50 positions and
you centralized accounting you could do it with 30. If you did it with 30 you
would save in one year $935,000. Now it islatein the cycle and you need six
months to implement that so if you did that now it would be half of that but then
next year it would be the full $1 million. That isjust salaries and benefits. That
doesn’t include not having to buy computers for those people...you know all of
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the overhead that is associated with that. |f you were to include School as part of
that consolidation, it is $1.3 million. You don’'t have to have duplicative services
if you consolidate. Those are big numbers. If you were to go back and take alook
at things like that, that gets at the fundamental problem and | don’t think it hurts
services. If you take alook at major corporations and central accounting, that is
how they function. Isthat going to be different for people? Yes. Itisgoing to
take achange? Yes. Isthat going to affect your servicesout in thefield? | don’t
think so. You are going to have to grow into it. We have provided that as one
proposal. The other thing we talked about that | feel very strongly about and we
talked to the Mayor about was that if you are going to reorganize you should talk
about trying to cut your...again non-departmental, non-Enterprise general fund by
5%. Last year, from the period of January 1 until right now, we have had
approximately 100 positions become vacant. Now 5% of your workforce is about
50 positions. If you just kept every other one vacant, you would have been able to
realize that without laying people off just through attrition. That is about $2
million. If you start to take alook at doing things differently | think you have to
take alook not only at consolidating administrative services but take alook at
consolidating generally. If adepartment head position becomes vacant, | think
you take alook at consolidating them. That isreally the main issue that this Board
Is going to struggle with over the years and until you address that | think you are
really looking for quick fixes. | know, Alderman, you had talked to me about
using the rainy day fund. If you take the rainy day fund and throw it in, that isa
one time fixed and you still have those same problems, those same factors going
against you. It doesn’'t help you. The other thing that | would ask and again | am
going to go through the list that | gave the Mayor for our department...early
retirement issues. | think if you could come up with some ideas for early
retirement for individuals and then not fill those positions, that again helps you to
shrink the number of people you have. The other issues are paymentsin lieu of
taxes. | know thisis one that Alderman Pariseau used to bring up all the time, Mr.
Chairman. We don'’t receive taxes from the hospitals and | know that since the
Optima split they are probably not as financially strong as they once were but

L ebanon took the Hitchcock Clinic up there to court and has won out of court a
big settlement of payment in lieu of taxes. That is...again | am just relaying this
to the Board. These are policy decisions, obvioudly, that you have to wrestle with
but they are important and | think they need to be discussed. The other thing |
would look at is privatization. | think you have to start looking at privatizing some
of these services because it can be done cheaper. So, in my reorganization | felt
that it was a better approach than coming in and saying let’s cut everybody 5%.
Let’ s go about consolidating the administrative functions. Let’sdo it with better
reporting and | think we would in the long run be better of. If you ask departments
to cut 5% or 3% or 2%, they are not going to cut payroll, which is the one area
where we are growing and | think that is the problem. So, if you want to attack the
problem that is what you have to focus on.
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Alderman Lopez stated | can understand departments not cutting payroll. Nobody
likesto lose their job. Thereisno question about it. Some of the comments that
you did make...l haven’t seen a complete plan regarding what you are referring to
but | will remind you that the officers of this City work for the Board too and we
should get this information so we can make an intelligent decision as to the
process we are going through. In order to do some changes around here, we are
not talking changes overnight. This hasto be along process. You aretalking
about maybe six months to go through and look at all of this stuff and whois
going to go where and maybe the Business Service Officersfor Police and Fire
because they have millions that they have to deal with are exempt but we have to
know the thingsin detail on paper as to what your recommendations are. Itislike
the other officers of the City. Sometimes we don’t get the information totally and
| think it is remiss on people’s part, especidly if there are officers of the City that
think we ought to be going in adifferent direction. | would recommend as one
Alderman that you present something that you are speaking of tonight to the Board
and let usdecide. Let uslook at it and maybe tailor it and work it out. That isthe
only way this process can work.

Mr. Clougherty responded it isin my formsthat | submitted for my budget in the
binders that you have. That iswhat | submitted.

Chairman O’ Neil replied we didn’t get that stuff, Kevin.

Mr. Clougherty responded as | said when | submitted it, | will be happy to meet
with the Board if thisis a policy decision that the Board wants to move forward
on.

Chairman O’ Neil asked can you revamp it and send it out to the Board. We don't
have that information.

Alderman Thibault stated thank you, Kevin, for the update because a lot of these
things are probably not well known to alot of us. We might have heard bits and
pieces through the years. One thing that you said that really hit meisthe fact that
when the School District took over the accounting there had to be a major cost to
that. Who bore that cost? The School District or the City of Manchester?

Mr. Clougherty replied well it is always the taxpayers of the City of Manchester.
It isin the School District’s budget. For example, | am the Treasurer for the City
but now that they have their own bank account and their own tax i.d., they have
their own Treasurer. We have people cutting checks on our side and they have
people cutting checks on their side. When it all used to come through one system,
you didn’t need two of everything.
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Alderman Thibault asked what was the cost. Give me an idea.

Mr. Clougherty answered we said if you brought them back together to the way it
was, the savings would be over $300,000.

Alderman Thibault stated you mentioned another thing that is somewhat close to
my heart because | was involved in privatizing school janitors afew years back,
which at the time even | thought was a good idea but if we look back at that today,
Kevin, are we still thinking that privatization of the janitors was a good idea. |
don’t think so from what | have heard. Maybe | am wrong. Maybe you can
enlighten me here on whether we were right or we were wrong.

Mr. Clougherty replied to be honest, Alderman, if you take alook at all of the
problems that we had with the janitors, the reason was because they were on the
City side. If you take alook at every other school district in New Hampshire and
probably in the United States, they are not city employees, they are school
employees. That isthefirst difference that we have here in Manchester. That is
kind of unique.

Chairman O’ Nell stated that doesn’t affect the service.

Alderman Thibault responded | don't follow that. When we privatize with
whatever firm to do a certain amount of work in our schools and at the time we did
it even | felt that it was a good move because prior to that our schools
were...derelict would be aclose word. So now that we have privatization, |
understand that even some of the schools today don’t feel that they are being taken
care of the way they should.

Mr. Clougherty replied | guess my position and you may recall my position on this
at the time of the privatization | sat on the Committee and | was the only one who
voted against the contract because | don’t think you gave enough money to do it
right. | think privatization, if you give them the right amount of money, can work.
If you try to do too much it doesn’t work and that is, | think, part of the problem
we had.

Alderman Thibault stated | think that is agood point because in looking back at all
of this and looking at what we were looking for and we paid so much money that
iIswhat they produced. The City schools probably needed alittle bit more than
that. | understand.
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Alderman Guinta asked maybe you can identify for me out of the five items that
you listed what we could implement for this coming budget. What isrealistic
assuming that we could get...

Mr. Clougherty interjected | didn’t keep alist of five. Take them one at atime for
me.

Alderman Guinta stated well reorganization. | assume that is something that it is
too late to do for FY 03 but something we can implement for FY 04?

Mr. Clougherty replied | think you can implement it during FY 03 if you are
interested in doing that. It takes ordinance changes and it takes a commitment to
go forward with it. If you are going to try to budget it so there isless and then
don’t go forward with the plan, you are worse off. If you were to go ahead with it
and set it asagoal for midway through the year, you probably could implement a
portion of it and those savings would then fall to your fund balance, which would
give you an additional benefit for next year when you are trying to do your budget
and that would help you with next year’ s situation.

Alderman Guinta stated the second one was non-departmental | guesslineitemsis
it.

Mr. Clougherty replied no if you were going to take non-uniform positions and do
something with hiring.

Alderman Guinta asked so one example would be any open or vacant position at
this time would be frozen and theoretically not replaced unless it was an
emergency position.

Mr. Clougherty answered yes but | think you can always make those arguments.
Y ou have to make a commitment to trim by 5%.

Alderman Guinta stated the third issue was early retirement. How during
FY03...what are some of the steps we could take?

Mr. Clougherty answered | think you need to take alook at incentives to have
people retire early and then not fill their positions. | think one of the easiest things
to do is probably offer people some type of a health benefit if they are eligible for
take alook at some others. Y ou may have to pay initialy in ayear to implement
some type of early retirement this year or next year but that will get you benefits
long-term down the road and that is what you really need to deal with to cut your
administrative expenses.
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Alderman Guinta stated and the fourth one was paymentsin lieu of taxes. Do you
have any examples of what the payments are versus a theoretical tax on some of
thelarger...

Mr. Clougherty interjected no. | know that we looked at that several months ago
but | would like to go back. | am not sure we had the revaluation numbers at that
time. | could get that for you.

Alderman Guinta stated | think you went over privatization. Are there any other
areas?

Mr. Clougherty replied | think the biennial budget is something that is important.
Thisisthefirst year that the Board could adopt a biennial budget and if you did it
over two years you could stretch some things and realize some economies like we
did when we did the 18-month budget for the fiscal year conversion. We know
that isfeasible. The Mayor does not feel that the current statute that sets up the
biennial budget is something he is comfortable with. If legislatively you could get
something introduced then that would be ready not for the next budget year but for
the one following and that would be an important accomplishment because then
you could do the planning necessary to get that up and running. | think if you
could include that as part of alegidative item that would be a significant
Improvement.

Alderman Guinta asked what is he not comfortable with.

Mr. Clougherty answered the way the current statute operatesis you are dealing
with two separate fiscal years and thereisareliance...in order to implement it
there has to be an element of trust that the Aldermen will continue to give what the
savings are from one year to the departments the next year. Faced with amore
difficult year next year and | think the Mayor does realize that next year is going
to be difficult, he didn’t feel that was something he could bind the Aldermanic
Board with. He feelsthat the biennial budget should really belikeitisat the
State, area 24-month, two year budget and would like to see the legislation
changed to reflect that.

Alderman Guinta asked did the Board of Aldermen have a discussion with the
Mayor regarding that.

Mr. Clougherty answered | don’'t know if you did or not.
Alderman Guinta asked, Wayne, is there a particular reason that the full Board did

not receive some of the information that Kevin is talking about that you are aware
of or isthat a question of the Mayor.
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Mr. Robinson answered it wasn't asked for. Normally the Board gets the...

Alderman Guintainterjected well | didn’t ask for the budget either but it isin my
hands. | guessif there are particular cost savings that we could realize that are
significant they should be provided to the full Board.

Mr. Robinson replied the information that was provided to the Board was the
information that, at least in my two years, has always been provided to the Board.

Alderman Guinta stated | don’t know if we made aformal request to Kevin but |
would like to make aformal request if we could. | want to make sure everyoneis
clear on that.

Chairman O’ Nell asked, Kevin, do you know what he wants.

Mr. Clougherty answered yes | do, Mr. Chairman. In fairness to the Mayor if you
go back and look at his budget message he gave his numbers but then he did list
out anumber of the things | am talking about tonight as things he thought the
Board should pursue and take alook at. Wayne you can correct me if | am wrong
but | think most of what | talked about tonight was in his budget message on those
items. Isthat right?

Mr. Robinson replied you are correct.

Alderman Guinta stated so theoretically after we receive thisinformation from
you, Kevin, the next step would be for this Board to sit down and try to determine
some sort of long-term plan as to what would be reasonable to implement over the
next two fiscal years.

Mr. Clougherty replied either with the Board or through the Committee structure.
| would be happy to approach it however the Board is comfortable.

Chairman O’ Nell stated we have been down some of these roads over the past
years and it always comes down to the Board can never pull the trigger. |
remember there was a program for early retirement for teachers. We couldn’t pull
the trigger on it. Privatization. We have had some successes but to be honest with
you for the most part they have been failuresin the City. We have frozen
positions and allowed filling of uniformed police officers and uniformed
firefighters. | think we need to include Highway in that because you still have to
pick up garbage and you still have to plow the streets. We have talked about
consolidation and reorganization but again every time it comes to pulling the
trigger, nobody can doit. | think the only new item is the biennial budget.
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Mr. Clougherty replied | didn’'t say these were new | just said that there were ideas
that we continue to bring forward that | think have merit and if implemented
would have results.

Alderman Lopez stated | agree with what you are saying and for the rest of the
Board, you need nine Aldermen to agree to do anything, consolidation or
anything. If we are not committed because | think it was stated that the budget is
going to be worse next year and in looking at it, it isvery true. If we don’'t change
our ways of doing things and that is the hardest thing in the world is change...we
can have the greatest ideas in the world but if there are nine of us here that don’t
want it and we only end up with eight who want it, it is not going to get done. The
City Charter stipulates you can consolidate, eliminate, combine or whatever. | just
want to point that out. A couple of thingsthat | would liketo...l wasn’t going to
bring up the revenue stabilization account, which is the rainy day fund, but | think
| pursued this for a number of months in conversation with the Finance Officer
and either due to miscommunication verbally and that iswhy | don’t like to have
too much verbal communication and | would rather have something in writing that
| can sink my teeth into but the rainy day fund, which as over $9 millioninit and |
understand and appreciate the conversation and Kevin can talk about it too but to
meitisnotirresponsibleto look at it. | haveto look, as an Alderman, at every
option that is open to uswith al of the information that is provided to us and
everything that islaid on the table. | have to also take the advice to a degree from
the experts out there and make my decision as to whether that isright. Financeis
very complicated, very complicated and | don’t claim to be an expert at it. That is
why we have expertsin that field. We have to have the facts. We haveto have all
the information. Y ou told me months ago and last year that there was an RSA out
there that created this particular fund and after researching it, it was done by
ordinance. | am putting all of this out on the table so it isvery clear where | am
coming from. The audit that was done also is not the right ordinance in the book
and | brought that to your attention. The right ordinance is 35.032, not 35.084.
Like | said it has been on my mind along time. Let me say when all department
heads come before us, all | want to do is get the right information and seek the
right information so we can make a decision or | can make a decision and that is
what | base my decisionson. | am only here for yes and no based on the
information you provide me. First of al, thisis taxpayers money and let’s keep
that in mind. Asl said, it is pouring out there. | feel for every department head
here who hasto do ajob and | am sure they appreciate everything that we have to
do in making the tough decisions. Nobody wants anybody to lose their job down
to the lowest garbage man but | will say that | do agree to an extent that we have
to look at things differently. We have to see where we can consolidate and where
we can do things without losing peopl€’ s jobs and do things efficiently if it is
going to save us money. When it comes to putting the City into more debt, we
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don’t hesitate one bit. We just vote on it and pay the bond and that isit. We don't
hesitate to look at the things that we have done in the past and say what was a bad
investment and what went wrong. There are some of us who feel that Aggregation
was wrong and there are some that feel it was the greatest thing going. If we
continue to keep that program and we continue to spend money, itisin the
Enterprise fund or we have to pay the $2.4 million or whatever back. So, |
understand the rainy day fund and | understand why it was put there. We can
change that by an amendment of an ordinance. That isall we have to do by
majority vote. If we want to change it, we can changeit. Now the other situation
isdo we want to useit. That isabig question that the Aldermen have to wrestle
with after we get the advice from the Finance Officer. We could do a 1% cut. We
could take $3 million out of the rainy day fund and be down around 7% with the
understanding that we have to look at some of these positions and what is going on
in the City and how we can do it better for next year’ s budget. Maybe some of the
implementation of things that Kevin has mentioned are good things financially for
the City. Maybe not filling positions except for uniformed peopleisagood idea
but until we start doing al of the things we are going to do, we have learned a
brief lesson on $400,000 being added to the retirement fund because of the pay
structure and too many people being paid too much so now it is costing us
$400,000 more. People are paid good in the City of Manchester; very good. We
could turn around and do a 2.5% cut and get down to 6.5%. Thereisadifference
between 1% or 2% or 2.5%. Isit going to hurt the departmentsif you do 2.5%7?
Absolutely but we pay the department heads good money to make the decisions.
There are tough decisions they are going to have to make and there are tough
decisions we are going to have to make. If we do nothing and we can’'t come to
eight votes to do something, then it is going to be a big tax increase and the
taxpayers are going to have to pay for it. It isgoing to be about 11% without bag
and tag because | think most of the Aldermen and the people in the City don’t
want bag and tag. So, we are talking about 11% and Kevin is absolutely right.
Next year it isworse. That isthe picture. | am not for a4% cut or a5% cut. |
think we have to ask ourselvesisit time that we take some money out of that rainy
day fund. You will hear from Kevin and that isfine. Thereisaway to do this
budget and you have three or four different options. | ask the Aldermen to take a
good look and see what direction we want to go in. We can sit here for 12 hours
and it is not going to make a difference. We can have the department heads sit
here on Saturday all day looking at usand it is not going to make a difference. We
give them their budget and they go home and they take their pencil out and start
doing whatever they have to. That isthe process. | don’t know why we can’t get
it done and move on.

Mr. Clougherty stated tapping into the rainy day fund probably sounds easy and
painless but | can assure you that the pain will come, Alderman. If you are going
to go in and use the rainy day fund for other than its intended purpose...you are
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right, we have alittle rain this year, about $1 million worth of revenue shortfall
that the rainy day fund will be used for but if you start to exhaust more than that
for itsintended purpose because you are not dealing with other management issues
then your credit rating is going to go down pretty fast and when it goes down, your
ability to do capital projects and to do some of the things that are necessary is
going to get extended. What that means is you won’t have the $20 million that we
are talking about. Y ou will have maybe $18 million. That is not an easy solution.
It is an expedient solution this year but then tell me, Alderman, how do you fill
that hole next year? Y ou just took $6 million of what you might consider free
money and say you put that in to deal with the problem thisyear. Where does that
money come from next year?

Alderman Lopez replied | didn’t use the figure of $6 million.
Mr. Clougherty responded $2 million or whatever.
Alderman Lopez stated let’s use $3 million.

Mr. Clougherty asked well whereisthat $3 million going to come from next year.
The problem you have is that you have to start looking at some of the fundamental
underlying issues. If you wereto go out and raid your rainy day fund, that is
going to be a huge management red flag on Wall Street and there are going to be
repercussions for that and those repercussions you are not going to outgrow in a
year or two. Once your rating goes down it doesn’t come back fast and it costs
you more money to do projects. That isnot the direction you wanttogoin. In
fact, you arein a position where because of the way we have managed as a group
that we are looking to go up. We are in astrong Double A category. You could
actually go up. That headsin the other direction. | would vigorously and strongly
object and say that if you are thinking about going into the rainy day fund for
something other than its intended purpose there will be repercussions and they will
be significant and they will be, | would think, rather soon. They are not going to
grow you out of your problem. In fact, they are going to grow you into a deeper
hole. Those aren’t the type of solutions that we should be considering now. They
are short-term and expedient.

Alderman Lopez responded | understand what you are saying but you know we
have 26 department heads out here and with all of the other recommendations you
have it is time maybe to use the rainy day fund to solve the problems and start
working on consolidation and other things that you spoke about briefly. How do
you get there? The taxpayers can’t afford 11% and if the unions don’t sign, we are
talking more than that. There has to be some happy solution and | am not saying
take all of the rainy day fund. Y ou have $9 millionin there. You are going to
take about $600,000 for revenue this year, maybe $700,000 so there is another $2
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million that could be used and we would still have $6 million in the rainy day
fund. | just don't understand. Other cities and towns are doing the same thing.
What makes us...| know what makes us unique. We have a Double AA bond
rating and we can go up. We can get abond at 5%. | understand that it is going to
cost you more. It isjust like amortgage but God almighty you have the money
there and we are in atight ship right now.

Chairman O’ Nell stated let’ s bring some closure to this.

Mr. Clougherty stated really what you are doing is you are mortgaging...you want
to deal with your problem today at the expense of future generations because you
are going to limit their ability to do things that are going to be equally important to
them and | don’t think that is appropriate. | think you should keep the reserve. |
think you should follow what the guideline is of the industry. | think you should
be trying to build on some good things and moving forward. It isnot...when the
markets look at it they are not looking at it from atax rate impact. They are
looking at it from the overall strength of the City. | would strongly urge the Board
not to go forward and if the Board goes forward with that | think you are going to
have some serious consequences that you are really not going to enjoy.

Alderman Lopez asked can we have Bond Council and others come here so that
we can ask them these questions.

Chairman O’ Neil asked when.

Alderman Lopez answered as soon as possible.

Mr. Clougherty asked if | can’t get them here can we put them on a conference
call and try to put them on a speaker. Oneisin Boston and oneisin New York. |
will try to get them here as soon as | can.

Chairman O’ Nell asked do you want them here on Saturday or at the beginning of
next week. We will be in Finance on Monday night. Kevin, can you try to get
them here for Monday night, both of them?

Mr. Clougherty answered yes and | will get back to you.

Alderman Thibault asked why wouldn’t aletter suffice.

Chairman O’ Nell answered you might want some dialogue with the individuals.

Alderman Guinta asked, Kevin, do you know off the top of your head what the
average value of ahomeisin Manchester. Isit around $150,0007?
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Mr. Clougherty answered $140,000.

Alderman Guinta asked so the current proposal from the Mayor isa...what isthe
exact percentage. Isit 11.4%? The whole thing with bag and tag as it stands
now? | thought it was 9+%.

Mr. Sherman stated | have 9.87%.
Alderman Guinta asked with bag and tag.
Mr. Sherman answered correct.

Alderman Guinta asked so what does that represent. If it standsthere, if this
Board can’t come to any agreement then the Mayor’ s budget will stand so the
average property tax increase on the average home would be what?

Mr. Sherman answered $329.

Alderman Guinta asked so right now we are talking about a $329 increase average
per household. | can appreciate what Alderman Lopez is saying that we do need
to try to change some of the current ways that we come up with our tax rate and |
can certainly appreciate some of the suggestions that the Finance Department has
made. My comment isthis. Thisisanew Board and while these issues have been
dealt with in the past, they have never been dealt with by this Board and | think
that this Board should have a chance to come together and try to find some ways
to not only reduce this percentage but change the structure for the future. We are
supposed to be here to not only administer the City for the time we are here but
put the City in abetter place in the future. | have full faith in this Board that we
can do that asaBoard. There are six new members on this Board who | have to
tell you work very well together and respect one another. Given the other six
members of this Board who certainly have the same goals of trying to keep
expensesin line with revenue and trying to provide money for our schools and
trying to provide money for other departments. | think the realization isthat if we
do nothing and we try to trim alittle here and there without alternative planning,
we are going to be in this same boat every year and so will every other Alderman
that sitsin these seats after us. | think we really do need to make a commitment to
try to change the strategic vision of our City and | think what | am hearing, Mr.
Chairman, isthat several people on this Board at least agree with that. That being
said, we should have all the information that is pertinent to try to sit down and
come up with some changes that can make our department heads happy, make the
schools happy and make our taxpayers happy. Thank you.
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Chairman O’ Nell stated if | can steal aline from our Human Resources Director in
her discussions with us with regards to health insurance, sheis starting June 1 for
next year and that is what we need to do. We seem to fall into this crunch timein
May and June and once the budget is approved we kind of forget about it but we
have to start on it July 1 and look long-term. | agree with your comments,
Alderman Guinta

Alderman Thibault asked, Kevin, in line with what Alderman Lopez was alluding
to afew minutes ago, could you let us know what kind of an impact this would
have on our bond rating if, in fact, we take it from where it is now and what was
that $2 million to be taken out of the rainy day fund. What was the number you
were looking to take out, Alderman Lopez?

Alderman Lopez replied there is $9 million and you are going to take $600,000 or
$700,000 for revenue this year in FY 02 so that is going to leave you $2.3 million
or $2.4 million.

Alderman Thibault asked that you want to take out.

Alderman Lopez answered yes and you will still have $6 million in the rainy day
fund.

Alderman Thibault asked, Kevin, what would the impact of that be on our bond
rating.

Mr. Clougherty answered in my opinion your bond rating would go down. What
the credit rating agencies ook at is how much you have in reserve for emergencies
and the goal is you should have about 10% of your general fund. If you take the
School and City operationsit is about $200 million. 10% of that is $20 million.
We are at about 9%. If you were to take the $3 million out of the rainy day fund,
the tax impact that Alderman Guintawas just asking about is...you would go from
instead of a $350 increase down to about $263. So for about an $80 savings you
are going to do away with your credit rating. That doesn’t seem to make sense.

Alderman Smith stated Kevin | know that we have had many atalk on the rainy
day fund also. Last year what wasin the rainy day fund?

Mr. Clougherty replied $8.3 million roughly.
Alderman Smith asked now we have $9 million.

Mr. Clougherty answered yes.
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Alderman Smith asked so we picked up $1 million.
Mr. Clougherty answered about $700,000.
Alderman Smith asked how would $1 million affect our bond rating.

Mr. Clougherty answered | think it is not so much the dollars, Alderman, as the
effort. What Wall Street looks at is how does the City manage? Arethey willing
to make hard decisions and are they willing to stick to the discipline of having the
reserve thereif there is arevenue shortfall especialy as we are approaching this
change in the economy. | think if you tap into it for the intended purpose that is
one thing but once you start going in to change it, that is a huge change and | think
it is not going to go unrecognized regardless of what the dollar amount is.

Alderman Smith stated we could discuss this all night long. We arein abind and
all of the suggestions that have been made are very adequate and pertinent to the
situation at hand but we are in acrisis right now and we have to come up with
some money because taxes are a necessary evil. We have to provide services. |
appreciate all of these department heads who are here tonight, especially thosein
safety like police and fire, but we are in a crunch and we need some help and we
have to find some revenue or else the poor taxpayers and those who own single-
family homes or say our senior citizens are going to be really hurt. We need some
help and we need it now. All of the suggestions that have been made are great but
we can't enact them in aweek. So, my contention is | think we have to use some
of those funds.

Mr. Clougherty replied again you have my position. | don’t think you are going to
find additional revenue and | think if you go out and put in additional revenue and
you have spent your rainy day fund and that revenue doesn’t comein, you arein
an even worse position. | don’t think that makes sense. Second of al, | don’t
think that going ahead and violating your policy at thistimeis prudent. | think
you need to make some structural changes rather than trying to tie down the good
things that you have managerially you should be trying to build on some of the
things where we are weak.

Alderman Smith stated, Kevin, we are in an awful bind. | am the new kid on the
block. | have coached for many years. Thisisahard decision. Itisahard
decision for us and a hard decision for these department heads. We need help and
you are worried about the bond rating right now. We are worried about the tax
rate right now and | wouldn’t want to see anybody paying 6%, 8% or 9% on their
taxes. Thisison the bag and tag, Alderman Guinta. You havetoreaizethatitis
probably another $1 per week for 52 weeks if you have a single family home. |
think that we need the help. | have heard thisall along and | am getting upset. |
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think the Board has to come together and they have to come together now and give
these department heads, whatever we do, give it to them now so they can make
their preparations. Thank you.

Chairman O’ Neil asked can we just get a clarification. What would the tax
increase be in the proposed budget with removing bag and tag?

Mr. Sherman replied | believe Wayne calculated it this afternoon and it was
11.13%.

Mr. Robinson stated that is correct and that is adding in $400,000 for the
retirement.

Chairman O’ Nell called Joan Porter forward. | know in the past you have been
ableto...you have always come back and said you were willing to take alook at
the revenue figures that you provided the Mayor. If | recal last year | don’t think
we made any change onit. You felt very strongly about it. Have you had a
chance to review the numbers that you presented the Mayor way back and based
on some things that may or may not have happened in the spring time do you
suggest any changes with regards to those figures?

Ms. Porter replied | don’t and | did print for all of you the spreadsheet that we give
you each year that shows the tracking so that each of you can do your own
tracking. Right now, | have numbers as of last Thursday for auto registration and
with alot of praying we probably will make the projection that we had but we are
not going to exceed...usually we exceed revenues slightly on auto registration and
| don’'t think we are going to. Kevin or Randy can correct meif that iswrong
but...

Mr. Sherman interjected | would agree.
Ms. Porter stated we are not there yet. Normally by the end of May or beginning
of June we are looking at...we have probably made the projection and everything

elseis excess and we are not there yet.

Chairman O’ Neil asked so you are comfortable with the numbers you presented
the Mayor and would not suggest increasing those.

Ms. Porter answered | did a 1% increase to $14 million | believe.

Chairman O’ Nell asked to the Mayor.
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Ms. Porter answered yes and | think that is safe because | don’t see anything this
year that istelling us that we are going to get more than that.

Chairman O’ Nell called Steve Tellier forward. | would just like to review...the
number you presented the Mayor was a $25 million...

Mr. Tellier interjected it was arange of a $20 to $25 million increase. We still
have under appeal over $700 million in assessed valuation. We have 2,000
appeals. A lot of them have been dispensed with but we still have a great deal
more to go through. There are not alot of new malls being built out there. There
iIsnot alot of new construction. A question was asked from our
department...there was approximately an $80 or $85 million tax increase for the
City of Nashua. That was primarily directly attributed to the NashuaMall area
begin broken up as aresult of rezoning where the smaller pieces were amost as
valuable astheinitial hold. | don’'t think I am telling anybody on this Board
anything new. Rezoning and economic growth is where the value comes from. |
do want to caution this Board as | included in our 2%, 3%, 4% and 5% response
that in FY 04 under the guidelines that the L egislation adopted and new standards
that are being put forward we have to have new certified values, which means we
have to have new assessments on the books in FY04. That means either
subcontracting it or adding some resources to the Board of Assessors Department
to place those values. That is something that must be discussed in the following
budget period. Timeis short.

Chairman O’ Nell stated that is probably number seven on the bullet points to talk
about starting July 1. | just want to visit that number of $20 to $25 million. Public
Service, the new corporate headquarters, and some home building activity out
there...there is some commercial building activity out there but what you are
saying is offset that with the potential abatements so that number actually is higher
than $20 to $25 million?

Mr. Tellier replied certainly but again what we are looking at isthe net. The net
assessed valuation.

Alderman Lopez stated basically on that line the $25 million that you say was a
potential increase, educate me on...is that based on the revenue that we are going
to receive. How does that correlate to $25 million if we are down $15 millionin
collections because of the revaluation? Doesit have a bearing?

Mr. Tellier replied no. The $20 to $25 million is a growth on the total assessed
valuation of the City. The net assessed valuation isjust...you have the entire
value of the City and that includes your non-taxables, your government, federal
and state municipal owned buildings and your tax exempts like your churches, art
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galleries and non-profits. What happensis you have the value of the entire City,
minus non-taxabl e properties minus tax-exempts minus all of your exemptions for
blind, elderly and disabled. Y our remaining balance is called your net assessment.
That iswhat istaxable. So, what we are talking about isin new construction, yes
it exceeds $20 to $25 million in new growth, however, that is mitigated or couched
or reduced because of appeals that we have that existed in the last revaluation.
They have demonstrated with additional information that areduction is
forthcoming either through an error, a data entry error or income and expense
information that would mitigate areview of the assessment.

Alderman Lopez asked so you have about $700,000 in the account.
Mr. Tellier answered $700 million in total assessed value.
Alderman Lopez asked on abatements.

Mr. Tellier answered that is correct.

Alderman Lopez asked how many cases do you have.

Mr. Tellier answered | think we are down to about 1,400 at this time that haven’t
been reviewed.

Chairman O’ Neil asked so there are 1,400 cases outstanding totaling up to $700
million.

Mr. Tellier answered that is correct. The vast majority of them are commercia in
nature.

Alderman Lopez asked do you have a history of that 1,400 versus the $700 million
asto the possihility of 80%, 60% or are you looking at 100% for that $700 million.

Mr. Tellier answered it won't be 100%. That isthetotal assessed value. It could
range anywhere from a 0% adjustment on some that we can defend that value and
there are some that can demonstrate clearly that an adjustment is forthcoming. It
could be a17% increase...every caseisunique. Each caseisunique soto give
you an estimate at this time would be just that.

Alderman Lopez asked so you are still holding at a $20 million increase next year.

Mr. Tellier answered $20 to $25 million, that is correct.
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Alderman Lopez stated one other area that we heard so much about and you
mentioned it about four or five times about revaluation and new people and you
have requested four people in your budget. Have you thought about reorganizing
that department?

Mr. Tellier responded when you say reorganizing, my view of reorganizing would
be reallocating some of the duties. We have spent some time looking at it. We
submitted an initial plan to the Office of the Mayor. It included four additional
people. Therewere several different scenarios. One is subcontracting in the form
of $700,000. That is approximately $20 to $22 aparcel. It could be four
additional employees, which is primarily technical appraisal staff. Three appraisal
staff and a dedicated data entry person. It could be ablend of both or we could
chose to do nothing and what happens at that point is the DRA will find the City in
non-compliance in 2004 and they will submit the non-compliance to the Board of
Tax and Land Appeals. They will order arevaluation and now thereislegidation
that authorizes the DRA to collect the money and placeit al on that year’ s tax rate
so you don’'t have the luxury of bonding it over time. It takes us out of the driver’s
sedt.

Alderman Lopez stated | don't think thisis the forum but | think maybe we could
look at that in the Committee on Administration or Accounts because in reading
the document they will be inspecting the Assessor’s Department and finding
whatever iswrong with the Assessor’ s Office and you are right about reval uation.
Y ou should have an ongoing revaluation. With three Assessors down there and
the type of money we are giving them...I think those three Assessors are also the
appraisers at the same time so maybe we need to get more out in the street and
continue with an ongoing reval uation.

Mr. Tellier responded with all due respect, Alderman, there is nothing wrong with
the Assessors. What we are talking about is a compliance issue on alevel of
assessment and statistical analysis that has to be complied with that places
assessments close to what their fair market valueis. With all due respect, since
1906 the Department of the Board of Assessors has only added one half person. |
dare say we have added teachers, fire, police, people to pick up the garbage...|
think the Board has run out of fingers and toes. The more | work in that
department the more | think that they have done an excellent job and yesthey are
the appraisers.

Alderman Lopez stated one last thing. | would only recommend and | strongly
recommend that in looking at a budget in Nashuathat has 11 and a half people
down there, their budget is lower than our budget. Y our budget being higher with
top salaries and | think one of the Alderman mentioned that or somebody
mentioned top salaries maybe it is time we take a good look at reorganization.
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Just take alook at it and present something. We might not agree with you and you
might not agree with us but | think every department has to look at better ways of
doingit. You can't continue from 1906 and say that iswhat we have. Today it is
2002 and we are coming up to 2003 and we have to ook at better ways to do
things. We have computers and we have more people than we had when we didn’t
have computers so something is wrong someplace. | would just recommend that
you take a good look at what you have today, what you think you could get...you
want those four appraisers out there? | surely would work with you and show you
how to do it.

Alderman Thibault stated just so | understand this new thing that is coming from
the State that we are going to have to revaluation every four years or five
years...what isit.

Mr. Tellier replied we have to place values or certify values every four years.
Basically values must fall within 90% to 110% of value. A COD, whichisa
statistical measur